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Measuring deregulation is hard — existing tools face sharp trade-offs

Regulation and deregulation are central to economic policy debates
m Yet measuring the intensity and direction of regulatory change is hard

m Existing approaches face trade-offs:

Federal Register counts: treat all rules equally, can't distinguish direction
Keyword-based news indexes: can't easily separate deregulation from regulation

Firm-level measures (Kalmenovitz, 2023; Calomiris et al., 2020): granular but
narrow scope
Cross-country indexes (OECD): infrequent, not suitable for time-series

This paper

Uses large language models to construct a comprehensive, high-frequency
deregulation index for the U.S. (1960—present) and study its economic effects
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The index captures six decades of U.S. regulatory reform

365-day moving average of Al-classified NYT articles, indexed to mean 100 in 1960-2019.
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This paper: approach and main findings

Approach Findings

1. News-based deregulation index 1. Captures every major deregulation
(1960—present) using LLM wave; scope has shifted over time

2. Comparison against Federal Register 2. “News" leads formal implementation
documents by almost one year

3. VAR for macro effects of higher 3. " GDP, investment, productivity, stock
deregulation prices; # prices, VIX

4. Panel regression of industry returns 4. Positive effects on industry returns
on industry-specific deregulation

5. Firm-level deregulation sentiment 5. Firms increase investment in response
from earnings calls to self-reported expected deregulation
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Data and Methodology
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Two-stage pipeline: (1) keyword filter + (2) Al classification

Source: All news articles published in the New York Times, 1960-2025 (daily)

Two-stage approach:
1. Pre-filter: Boolean query retrieves articles likely to discuss regulation

Keywords: regulat*, deregulat*, liberaliz*, antitrust, ““red tape’’,
monopol™>, ...

D) 600,000 articles (from 2.5M total)

2. Al classification: Prompt instructs ChatGPT to quantify deregulation in each
article's first 3,000 characters

Assigns intensity scores on a 0.0-1.0 scale
Distinguishes: deregulation vs. regulation, advocacy vs. proposals vs. enacted

Captures the extensive and intensive margins of deregulation
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The prompt distinguishes advocacy, proposals, and enacted measures

Key elements of the prompt:

m Definition: deregulation = reduction/elimination of government regulations

m 6-point intensity scale: 0.0 (pro-regulation) to 1.0 (major federal law enacted)
m Distinguishes advocacy (0.6), proposals (0.8), enacted measures (1.0)

m Past events = 0.0; only current deregulation counts

SCORE SCALE --- USE ONLY: 0.0, 0.2, 0.4, 0.6, 0.8, 1.0

0.0: Pro-regulation OR no deregulation discussed
2: Single brief mention or passing reference
4: 1--2 sentences; brief but clear mention
.6: Multiple paragraphs; advocacy by CEOs/groups; state/local proposals
8: Substantial focus; federal proposals or state laws enacted
0: Major focus; federal laws enacted or comprehensive coverage
RITICAL RULES:
Pro-regulation articles = 0.0
Articles about PAST events (many years ago) = 0.0
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Results ¥ Score = 1.0: Article centers on major federal deregulation

Senate Votes to Relax Regulation
Of Airlines on Fares and Routes
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Why the model assigns 1.0:

m Apr 20, 1978: Article’s primary focus is
deregulation

m \(...) provide airlines the broadest
freedom in 40 years to compete for
passengers by lowering fares.”

m Broad scope — affects an entire sector

m Not a passing mention or historical
retrospective

D) This is the type of article that drives the index
during major reform episodes
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Results ¥ Score = 0.2: Deregulation appears only as a brief aside

Foreign Investing in U.S.
Helps, Greenspan Says

By MARTIN TOLCHIN

Spectal to The New York Times
WASHINGTON, Jan. 25 — Alan

Reserve Board, told Congress today
that foreign investment in the United
States spurred competition and new
technology. He characterized as over-
blown concerns about a surge of for-
eign money invested in the United
States.

The concern is understandable, Mr.
Greenspan told the House Ways and
Means Committee, because foreign

investors sometimes disrupt estab-
lished business patterns. But it is
overblown, he said, because ‘““foreign
investment in the United States spurs
competition, provides infusions of
new capital and technology into m»
dusmes like steel, and speeds the
spread of »

At one point, Representative Jim

oody a Wisconsin Democrat, asked
Mr. Greenspan whether he favored
withholding taxes on earnings gener-
ated by foreign holdings of securities
in the United States. “It would be a
tricky trade-off,” Mr. Greenspan re-

ied, ‘“because the aggregate
amount would come down.”

. dy, the chair-
man said, “It’s an interesting idea
that should be looked at.” That polite
response seemed to stir anxiety in the
stock and credit markets, where
prices plunged.

Congress has been reluctant to ap-
prove legislation that would discour-
age the influx of foreign money. That

ests that the prospects of with-
hol ing taxes are remote.

Foreign private investors and gov-
‘ernments now own $329 billion m such

$1.8 Trillion Invested

The Government reported in June
that total foreign investment in the
United States increased to $1.8 trillion
in 1988, from $220.9 billion in 1975.

During that same period, assets
owned abroad by companies based in
and people living in the United States
increased to $1.25 trllllon from $295
billion, the Department of Com-
merce’s Bureau of Economic Analy-
sis said.

But many analysts contend that
many United States assets abroad
are undervalued by the Government

chase price of decades ago rather
than present market value.

assets as factories and real estate,
the reported. The Test is
in pontolio investments like Treas-
securities, stocks and bonds. The
largest foreign investors are the Brit-
ish, followed by the Japanese, the
Dntch anrl Canadlans
reenspan noted that foreign
purchases of Unlmd States Treasury
securities ed $3 trillion in
1988, up fmlrl $100 billion to $200 bil-
lion earlier in the decade. He called
this surge part of an inexorable trend
toward the globalization of markets,
which itself had been spurred by tech-
auluglcal innovations and deregula-

Slll:h. globalization “‘benefits both
the United States and the rest of the
world " Mr. Greenspan said.

Why the model assigns 0.2:

m Jan 26, 1990: Article is primarily about
foreign investment

m Deregulation mentioned in a passing
reference, in a broad way

m No discussion of specific measures,
proposals, or advocacy

m Does not describe scope or policy stage

) Contributes marginally to the index
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Results ¥ Score = 0.0: Unrelated to deregulation

Ballet: Some 19th-Century Tradition by Workshop

By ANNAKISSELGOFF

T is so natural w think of the
School of American Baliet's an

nual Workshops — performances,

really —as
w York C
any thrust intoa different style of danc-
ing comes s a small shoc

This vear. the school, which s at-
tached {0 the City Bailet, again offered
a ballet that is in the City Ballet reper-
tory — George Balanchine’s “Ray-
monda Variations™ — but it also
reached out 10 19th-century performing
traditions. Alexandra Danilova staged
he second uct of “Sw * along

miniature versions of

Mr. Balanch.ne himself created for the
City Ballet. John Taras. balletmaster
with the company. gave the student
performers a rare chance to o authen-
tic character dancing with the Polish
dances he choreographed to_music
from Glinka's opera, “Life for the
Tsar.

ram was given twice, with
slightly different casts, Monday after-
noon and evening in the Juilhard Thea
ter, and also inc| another_pre-
miere, “Jubilee” — the first ballet
choreographed by Joseph Duell. a
member of the City Ballet. The e

cerpts by Denmark’s 19th-centur
choreographer August Bournonville,
which have been increasingly popular
in the School of American Baliet per-
formances, were represented this year
by his *Jockey Dance” and two solos
from “Napoli.”

Because character dancing is an
area largely neglected in American
ballet, it was astounding to see how
ancers performed
Mr. Taras's divertissement, *Polo-
naise and Ballabile.” which he created
especially for them. The work opened
with an elegantly performed polonaise,
marked by many changes in floor pa

THE NEW YORK TIMES, WEDNESDAY. MAY 14, 1980

u
traditions. Alexandra Damlma smged

4 the second act of

Swan Lake" along

4 more or less regulation lines, as op-
posed to the gloss upon the original that
Mr. Balanch:ne himself created for the -_
City Ballet. John Taras. balletmaster
= T B

Students of the School of American Ballet performing “Jubilee"

terms, continued with a classical waltz
on toe peformed by girls in Degas-type
costumes and swung into a marvelous
Cracoviak. Mr. Taras kept it always
swiftly moving, packing a rich number
of steps into each phrase that itself un-
derwent rhythmic changes.
A special medal should go to the
young man who kept right on dancing
.merymm‘ slipped over his eves in the
00n performance. In the evening.
{he boys danced with na hats.
cubilee,” Mr. Duells baller 1o

sery promising chioreographer. Jubi
s an abstraction of cakewalk and
minstrel themes, Batanchinan in 1
absorption of a folk flavor into a neo-
Classical idiom. The absolute confi-
dence with which Mr. Duell structured
his work was most impressive, and it
was spiritedly led by Joseph Mal-
brough, Jock Soto, Antonia Franceschi
and Kaiherine Howt

‘The spirit of “'Swan Lake" was unfor-
tunately missing from Miss Danilova's
saging. which was augmented by

Hershy Ka of Got-
hanna Boris's bal-
cake\«.\lk " marks the debut of &

aught by Leo-
nidund Valentina Kozlov. The pasterms
were always clear and the dancers fine

in pure-dance terms. Yet there is more
10 this great classic than steps, and
these students are not yet ready for
“Swan L

What they can do excelleny. how
ever. is “Raymonda Variations,
stagéd brillantly by Suki Schorer
Stacy Caddell and David Keary led the
afternoon cast very impressively, with
Darla Hoover and Comel Crabiree
doing the same in their own way. Mr.
Soto and Dagaberto Nieves made the
“Jockey Dance."” taught to them by Ib
Andersen, the little wonder it is. Robert
Irving conducted the Juilliard orches.
tra.

Why the model assigns 0.0:

m May 14, 1980: Article
contains \less regulation™ in
the context of dancing

‘regulation lines”, used in
ballet to describe adherence
to original choreography.
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In every period, index is weighted sum of deregulation scores

Daily index: >

Score;j
i2Sampled Articles;
Total NYT Articlest

Indext =

m Numerator: sum of Al deregulation scores across all sampled articles on day t
m Denominator: all NYT articles on day t (not just regulatory ones)

m Normalizes for changes in publication volume over time

Robustness: Also constructed using Washington Post and Chicago Tribune )
correlations > 0:90
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The Deregulation Index
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The index captures six decades of U.S. regulatory reform

365-day moving average of Al-classi ed NYT articles, indexed to mean 100 in 1960{2019.
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Dissecting the aggregate deregulation index

m Aggregate index brings information about overall deregulation e orts, but is silent
about timing, sector, type of measures, geography

m Our database provides rich information that helps us answer these questions

m We provide extra cuts by doing an additional layer of Al-evaluation
m Prompts: \This is a deregulation article. Given that,...
1. ...is the deregulation about proposed or enacted measures?"
. ...which sector is a ected by the deregulation?"

2
3. ...what type of deregulation is mentioned?"
4

. ...which country is the deregulation about?"
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1. Proposed deregulation leads enacted by 2 months

Cross-correlation calculated on 90-day MA series.
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2. Sectoral peaks align with known reform episodes

Each row normalized by sector's historical average. Red = above average; blue = below average.
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3. Deregulation shifted from price controls to compliance costs

1960s 1970s 1980s 1990s 2000s 2010s 2020s

Entry & Exit 194 203 194 218 197 188 19.7
Price 205 310 169 118 105 55 6.3
Product & Service 239 21.1 308 299 326 354 349
Geographic 247 151 166 205 201 155 119
Labor 4.0 3.5 5.0 4.5 4.9 5.8 6.2
Other 7.4 8.9 11.2 115 122 190 210

Three eras of deregulation:
m 1970s: Price deregulation dominated | oil, gas, airlines, interest rate ceilings
m 1980s onward: Product & service standards (compliance cost reduction)

Cascaldi-Garcia & lacoviello 17/42



3. Since 1980, deregulation articles mention pro ts more and competition less

m Since 1980: share mentioning pro ts rising from 30% to >40%

m Share mentioning competition falling from 60% to <40%

m Consistent with shift from entry-barrier removal to compliance-cost reduction
) Recent deregulation may favor incumbents over new entrants

Cascaldi-Garcia & lacoviello 18/42







	Data and Methodology
	The Deregulation Index
	Federal Register Comparison
	Macroeconomic Effects
	Sectoral Deregulation and Industry Returns
	Firm-Level Deregulation Sentiment and Effects
	Conclusions
	Appendix
	References


